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Executive Summary
This report involves critical analysis of the role of the macro-environmental forces on strategic marketing decision-making in the global electric and hybrid vehicle industry. It is the comparison of two organisations that are in different strategic positions, the first one is Volkswagen as the pioneering organisation, and the second one is BYD Build Your Dreams as the follower. The report examines two major PESTLE forces that include government regulations and environmental policies and their expected effects on the two firms are assessed. It also compares the strategic response of each company through developed models and uses Porter's Generic Strategies on Volkswagen and Ansoff Growth Matrix to BYD and draws conclusions on competitive positioning and long term sustainability.
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1. Introduction
Strategic marketing management is crucial in helping organisations to determine the external opportunities and threats and create the right strategies to maintain the competitive advantage. This report is aimed at critically analysing the role of macro-environmental forces in strategic marketing decision-making in the global market for electric and hybrid vehicles. The two organisations in the same industry but in different strategic positions are Volkswagen, the pioneer organisation and BYD (Build Your Dreams), a multinational corporation, which is high-tech and is based in Shenzhen, China, as the follower organisation.
Today, the automotive industry is experiencing a major shift since 1911 that is influenced by the evolution of technologies, ecology issues, and the evolution of consumer preferences [Refer to Appendix 1]. The development of hybrid and fully electric vehicles as an alternative to the traditional internal combustion engine vehicles has increased competition among the world manufacturers. Firms are now engaging in more research and development, battery technology, and green mobility solutions as a way of trying to stay competitive in the changing market.
The first critical analysis in this report entails consideration of two important macro-environmental forces influencing the automotive industry, which are government regulations and technological innovation. It goes on to assess the effect of these factors on the pioneering and follower organisations. Lastly, the report explores the strategic reactions of the two companies based on established strategic models in order to know how they retain their competitiveness in the global automotive market. The comparison of both the organisations assists in understanding the strategies of enhancing competitive advantage in the electric vehicle market. 
[bookmark: _Toc224311991]2. TASK 1: Critical analysis of the macro marketing environment
[bookmark: _Toc224311992]2.1 Macro Marketing Environment
The macro marketing environment refers to the external that control the demand of products, the price of the same product and the market segment within which the firm aims to operate. According toBrüggemann, Martinez and Pauwels (2025), the macro environment factors consider the external aspects of a business by understanding relevant functionalities such as environmental regulatory impacts. However, the macro marketing environment is the wider external influences that influence the functioning of an organisation in the market. The analysis of these forces is carried out with the use of one of the most popular analytical frameworks, PESTLE. This examines political, economic, social, technological, legal, and environmental factors, which affect business activities.
The macro-environmental changes are especially sensitive to the global automotive industry as the industry is being pressured by the rising regulatory pressure, technology transformation, and environmental sustainability issues. Governments worldwide are tightening their emission regulations and encouraging the use of eco-friendly cars. The government has been encouraging the customers to adopt EVs for combating climate change initiatives (IEA, 2021). This is supported by government investment in charging infrastructure. This is so that the charging points can be installed by the owners at home conveniently. 
PESTLE Analysis
Two macro factors, among other PESTLE factors, are chosen to be analysed in this analysis which are political and technological factors. Political factors such as government regulations and environmental policies. Conversely, the technological factor is technological innovation in the electric vehicle technology. The forecast and EV market size during the year 2024 was USD 1328.08 million with a projected market size of USD 6523.97 million by the year 2030 (Grand View Research, 2024) [Refer to Figure 1]. Accordingly, their strategic importance is that they directly affect industry level of competitiveness, product development strategies and consumer demand patterns. To remain at the top of the market companies in the automotive industry have to constantly adjust to the regulatory framework as well as the technological changes. These macro-environmental forces have a strong influence on both Volkswagen and BYD, though both companies have responded to them in different ways, based on their organisational capabilities and positioning in the market.As an example, the regulatory pressure impacting pioneering firms, like Volkswagen, may be greater because of their presence on the market and their technologies used historically, as compared to follower firms, like BYD, which may have an advantage of entering the markets at an earlier stage when technologies and regulatory expectations are clearer.
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Figure 1: Market size of Electric vehicles
(Source: Grand View Research, 2024)
[bookmark: _Toc224311993]2.2 Macro Factor 1: Government Regulations and environmental policies
[bookmark: _Toc224311994]2.2.1 Implication on the Pioneer Organisation Volkswagen
In the case of the pioneering organisation Volkswagen there have been serious threats and strategic opportunities as a result of these regulations. The stringent emission level SUCH "Zero emission vehicles declaration”, carbon cuts and electric mobility incentives have been established by governments of key automobile markets (Pan et al., 2026). These markets involve the European Union, the United States and China, in response to climate change and environmental sustainability. However, these control measures increased after the Volkswagen emissions scandal in 2015, which revealed the diesel emission tests manipulations (Hotten, 2015). The scandal led to billions of dollars in fines, reputation damage and heightened regulation. As a result of this, governments enhanced surveillance systems and adherence policies throughout the industry.
Strategically, these environmental regulations impose short-term financial constraints on Volkswagen as it is forced to comply with the regulations through cost compliance, research, development expenses, and supply chain readjustments. In this aspect organisations engaging themselves with meaningful CSR activities as a significant focus reduce the threat to environmental regulations (Alharbi, Elshamly and Mahgoub, 2025). Nevertheless, they are also sources of innovation and long-term repositioning towards competitiveness. Volkswagen has reacted by increasing its shift to electric mobility, putting large sums into battery development and eco-friendly vehicle manufacturing (VW USA, 2025). Thus, the environmental policies which initially presented a threat in the form of regulations have also stimulated Volkswagen to change its strategic focus and chase technological dominance in the new electric vehicle market.
[bookmark: _Toc224311995]2.2.2 Effect on the Follower Organisation - BYD
BYD has also had significant opportunities that have been brought about by government policies that encourage electric mobility (BYD, 2022). Specifically, the Chinese government has contributed significantly in the growth of the electric vehicle industry by providing subsidies, incentives as well as investment in the charging infrastructure. These favourable policies have seen BYD grow exponentially in the domestic Chinese market and compete more and more on a global platform. With the subsidies in certain markets being phased out, the EV manufacturers have to rely increasingly on cost efficiency and technological advancement to keep them competitive. However, the fact that BYD has been able to develop scale production as well as incorporate the production of batteries into its operations (BYD, 2022). This will enable the firm to stay highly competitive in the dynamic automotive industry.
[bookmark: _Toc224311996]2.3 Macro Factor 2: Technological Innovation
[bookmark: _Toc224311997]2.3.1 Impact on the pioneer organisation Volkswagen
The deepening of environmental control has had a huge impact on the competitive positioning and strategic orienting of Volkswagen in the international automotive sector. Being a pioneer, Volkswagen has to be more responsive than their competitors since the scale and visibility of the organisation make it susceptible to more regulatory and reputational forces.
The overhaul of the product portfolio of Volkswagen has been one of the significant effects. The company has in the past been dependent on diesel technology, especially in the European markets. Nevertheless, the establishment of more stringent emission standards by the government in the European Union and the United States greatly decreased the economic sustainability of diesel-powered cars in the long run. This has made Volkswagen change its strategic focus to electric vehicles and sustainable mobility solutions.
[bookmark: _Toc224311998]2.3.2 Implications on the Follower Organisation BYD
BYD has been a growth company with technological innovation as a key driver. The company has acquired good potential in battery production, electric drives, and energy storage systems. In this aspect, a vertically integrated business model is among the most significant competitive advantages of BYD since it enables the company to manufacture a number of key components internally. The integration will aid in minimising the costs of production and will improve the supply chains. Moreover, BYD has come up with new technology in batteries that are focused on safety, durability and energy efficiency. These technological advancements will help the company to compete favourably with the well known international automotive companies. As a result, the strategy of BYD as a follower organisation is to quickly adopt and innovate the existing technologies and take advantage of its manufacturing size. 
[bookmark: _Toc224311999]3. Task 2: Strategic Responses of Pioneering and Follower Organisations
[bookmark: _Toc224312000]3.1 Strategic Responses in Pioneering Organisation – Volkswagen
Porter’s generic strategies
The generic strategies of Michael Porter such as provide significant advantages to organisations such as an enhancement within competitive advantage. This further assists the leaders with the organisations in developing a comprehensive strategy there by enhancing profit margins substantially (Jurevicius, 2025) [Refer to Figure 2]. Following environmental laws and market change, Volkswagen has adopted a few strategic measures that align with the model of the Generic Strategies of Michael Porter, especially that of cost leadership and differentiation.
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Figure 2: Porter’s generic strategies
(Source: Jurevicius, 2025)
To begin with, the economies of scale and standardisation of the platform enable Volkswagen to gain the cost leadership in the market of electric vehicles. The company has created the Modular Electric Drive Matrix (MEB) platform on which various electric models are manufactured on the same technological basis (VW Press, 2025). The approach minimises the cost of production, boosts efficiency in manufacturing and enables Volkswagen to sell electric cars at comparatively competitive prices with other competitors.
Secondly, the company is seeking differentiation through focusing on innovation, sustainability and digital connectivity as part of its vehicle portfolio. Electric models, like the Volkswagen ID.4, are provided with a sophisticated battery system, intelligent connectivity and ecologically friendly technologies (Volkswagen, 2024). Such features will make the Volkswagen products stand out of the competition among other electric vehicle producers in a highly competitive market. Furthermore, Volkswagen also exhibits aspects of a focus strategy as it aims at areas with a high level of government subsidies on electric vehicle use especially in the European Union and China (Volkswagen Group, 2024). The company is able to maximise its incentives by regulators and reinforce its presence in the market by focusing on these markets. These strategic reactions help Volkswagen to turn regulatory pressure into a competitive edge and a long-term competitive advantage.
[bookmark: _Toc224312001]3.2 Pioneering organisation’s strategic responses
Ansoff Growth Matrix
Being a follower organisation, BYD follows strategic practices that are aimed at increasing competitiveness and market share. Ansoff Growth Matrix is one of the frameworks that can be helpful to analyse the strategy of BYD as it presents four strategic options. The matrix is a strategy planning tool applied by companies to determine areas of growth potential. It was created by Igor Ansoff in 1957. It locates four strategic directions on two aspects which are products (existing vs. new) and markets (existing vs. new) which lead to four different quadrants. These are market penetration, market development, product development and diversification. The level of risk and strategic intent of every quadrant is increasing, with low-risk incremental growth on one end and high-risk transformational expansion on the other end.
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Table 1: Ansoff Matrix for BYD
Market penetration (Existing Products x Existing Markets)
It is the least risk quadrant which involves selling more of what is already present to existing customers. The company aims at greater dominance in China with more sales of EVs, competitive prices, and brand building. Even though this utilises the proven abilities and recognition of its customers, the EV market in China is highly competitive with many domestic competitors. Pure pricing will lead to a loss of the margins, and brand differentiation will also be critical in terms of long-term growth in this area.
Market Development (New Markets Existing Products)
Market Development is about launching existing products to new geographies or new customer groups with moderate risk since there is a lack of familiarity (Pourazad, Simmonds and Bellman, 2025). The firm focuses on Europe, Southeast Asia, and Latin America. The complexity of regulation and established competitors such as Tesla and Volkswagen confront the expansion of Europeans. Southeast Asia and Latin America are however high-growth, under penetrated markets with infrastructure developing and first-mover advantages available. This will require successful product localisation, pricing and distribution strategies.
New Products (New Markets) in Existing Markets
This quadrant is devoted to the innovation of the familiar markets - a moderate high-risk strategy that involves a heavy investment in R&D. The firm will introduce new EVs, new and improved battery technologies as well as better range and safety. These programs directly deal with the longest-standing consumer impediment in EV adoption, which is range anxiety. Perhaps the most determining competitive differentiator in the industry is the development of the battery, and investing in this matter will portray future strategic thinking. This strategy further enhances customer loyalty as it keeps off the market share with competitors who are rapidly changing.
The main strategies used by BYD to reinforce its market position in the electric cars market are market penetration and product development. The company constantly launches new electric vehicles that would satisfy the requirements of various customer groups (BYD, 2022). Concurrently, BYD is also keen on developing its markets through expansion into new markets in different regions of the world including Europe, Southeast Asia and Latin America. The global expansion strategy will enable the company to diversify its customer base as well as to minimize the dependency on domestic demand.
Drawing the comparative analysis of the strategic responses of Volkswagen and BYD, one could observe a certain difference between pioneering and follower organisations. The approach of Volkswagen is primarily oriented at reforming the current operations by standardising its platforms and technology differentiation, which is typical of the difficulties encountered by the experienced manufacturer of automobiles switching to electric mobility. On the other hand, BYD focuses on fast growth in the market, product design and cost effectiveness by integrating vertically. This comparison shows that the growth rate of follower organisations is sometimes quicker due to the possibility of taking advantage of the technological progress and the adaptability of the organisation and that the pioneer firms are also forced to operate the legacy systems and adjust to the new trends on the market.
4. Conclusion
This report has discussed the role of the macro-environmental forces in influencing the strategic marketing choices of organisations in the international automotive sector. The comparison has been made between two firms that have different strategic positions which are Volkswagen the pioneering organisation and BYD a follower organisation. The results confirm that government regulation and technological breakthroughs are in the two most important macro-environmental forces that impact the growth of the electric and hybrid vehicle market. Environmental policies and emission laws have propelled the process of making transportation to be sustainable, which has provided vehicle manufacturers with both opportunities and challenges. The response of the organisations to these external forces is also mentioned in the analysis but varies depending on the strategic capabilities of the organisation. By contrast, BYD has implemented a stronger growth strategy through the production of electric vehicles and through the utilization of its vertically integrated manufacturing. The comparison demonstrates the significance of environmental scanning and strategic flexibility in the highly competitive industries. Organisations that effectively combine macro-environmental analysis with strategic marketing systems stand in a better position to react to the emerging opportunities and be able to sustain long-term competitive advantage. Furthermore, future competitiveness will depend on how effectively firms integrate sustainability with innovation while responding to evolving consumer expectations. Continuous investment in clean technologies and adaptive strategies will remain essential for long term success in the automotive industry. 
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Figure 3: Steady growth of automotive industry
(Williams and Blyth, 2023)
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